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~ ~AT&T
Joel Lubin Suite 1000
Federal Government Affairs ll2O2O~~~Street, NW

Washington DC 20036
202-457-3838

June17, 2002

Ms. MarleneH. Dortch
Secretary
FederalCommunicationsCommission
~ l2~Street,SW, RoomTWB-204
Washington,DC 20554

Re: Federal-StateJointBoardon UniversalService.Docket96-45

1998 BiennialRegulatoryReview— StreamlinedContributorReporting
RequirementsAssociatedwith AdministrationofTelecommunications
RelayService.North AmericanNumberingPlan.LocalNumber
Portability,andUniversalServiceSupportMechanisms,Docket98-171

TelecommunicationsServicesfor Individualswith HearingSpeech
DisabilitiesandtheAmericanswith DisabilitiesAct of 1990.Docket90-571

Administrationof theNorthAmericanNumberingPlanandNorthAmerican
NumberingPlanCostRecoveryContributionFactorandFundSize.
Docket92-237,NSD File No.L-00-72

NumberResourceOptimization.Docket99-200

TelephoneNumberPortability.Docket95-116

Truth-in-Billing andBilling Format,Docket98-170

DearMs. Dortch:

On Friday,June14, 2002, I providedvia emailtheattacheddocumentto MatthewBrill of
CommissionerAbernathy’sofficeandPaulGarnettoftheWirelineCompetitionBureau.This document
providesasummaryof thepointsAT&T will raiseat theJune21, 2002Public Meetingon Proposalsto
ReformtheCommission’sUniversalServiceContributionMethodology.

Oneelectroniccopyof this Noticeisbeingsubmittedto theSecretaryof theFCCin accordance
with Section1.1206oftheCommission’srules.

Sincerely,

(o~



JoelE. Lubin, AT&T Corp.
Carrier Recoveryof Universal ServiceCosts

for
June21,2002 Public Meetingon Proposalsto Reform the Commission’s

Universal ServiceContribution Methodology
CC DocketNos.96-45,98-171,90-571,92-237,NSD File No. L-00-72

CC DocketNos.99-200,95-116,98-170

ComponentsofUniversalServiceLine-ItemCostRecovery

• USAC contributionfactor.

• Forcarrierswith decliningrevenues,recoveryof USFassessmentfrom asmallercu~tomerbase
dueto thesix-monthlagbetweenperiodonwhichhistoricalassessmentsarebased(the
assessmentperiod)andperiodin whichthecarriercollectsits assessmentfrom its customers

• (thebilling period).

• Dependingon thecarrier,uncollectibles(including billed amountsthatarenotcollectedand
• amountsthatcannotbebilled) andadministrativecostssuchasreporting,billing andcollecting

universalservicerecoveryfees.

Keys to Minimizing Differencesin/andHoldingDownCarrierUSFRecoveryFees

• Eliminatelagbetweenthehistoricalperiodon whichassessmentsarebasedandtheperiodin
which acarriercollectsits assessmentfrom its customers.

• Assessandcollectuniversalserviceassessmentsfrom carriersandothercontributorsin the
mostefficientmannerpossible,minimizingthetransactionscostsincludingthenumberof
collectionpoints,thenumberof bills necessaryto recoverassessmentsfromconsumers,the
amountof informationthatmustbeshared(morelikely purchased)amongcarri~rsto
implementassessmentandrecovery,andcustomerconfusion.

• Eliminatecarrier-specificvariability ofuncollectiblesandminimizetheextentto which there
will beunbillablerecoveryfees.

WhytheCoSUSProposalMinimizesRecoveryFees

• By usinga“collect andremit” assessmentmechanism,theCoSUSproposaleliminatesboth the
lagbetweentheassessmentperiodandthebilling period,andthecarrier-specificexposureto
uncollectiblerecoveryfeesthatcausecustomerconfusionoverdisparateUSFline-items.

• By collectingassessmentsbasedonly on connectionsto apublic network,andfocusing
recoveryofUSFassessmentsat thosepoints,theCoSUSproposalminimizesthenumberof
collectionpointsandthenumberof bills necessaryto recoverassessmentsfrom consumers,and
doesnotrequireIXCs orISPsto purchaseend-userconnectionandconnection-type
informationfrom theconnectionprovider.

• By thusminimizing carriertransactioncosts,anyadministrativemark-up(which shouldbe
reflectedin an FCC-prescribed“safeharbor”).wouldbe lowerthanunderotherproposed
mechanisms.

•. UndertheCoSUSproposal,asingleconnectionis assessedasingleUSFassessmentand
shouldhaveasingleassociatedcarrierUSFrecoverycharge.This reducescustomerconfusion
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asthecustomerno longerseesmultiple USF line-itemswith differentcollectionrates,and
reducestheoverallcostsof implementingtheUSF.

Why Other “Connection”-BasedProposalsIncreaseCarrier RecoveryCharges
• Otherproposals,particularlySBC-BellSouth,maximizethenumberof assessmentcollection

points,maximizethenumberof bills necessaryto recoverassessmentsfromconsumers,require
IXCs andISPsto purchaseend-userconnectionandconnection-typeinformationfrom
connectionproviders,andincreasethelikelihoodthatcustomerswill notpayrecoveryfees.

• UnderSBC-BellSouth,.theordinaryresidentialconsumerwith only onewirelineconnection
(iricluding both local andlongdistance),anddial-upinternetaccesswill beassessedatleast
3 connectionfees,andwill haveUSFrecoveryfeesfrom atleast3 differentproviders. Each
serviceproviderincursbilling andtransactioncosts. SBC-BellSouth’streatmentof occasional
useservices,suchasdial-atoundandprepaidcard,will addto thetotal administrativecostsas
USAC wouldhaveto administerbothaconnection-basedandarevenue-basedmechanism.
Recoveryof revenue-basedassessmentsfrom theseproviderscausescustomerconfusionby
underminingthegoalofa uniformline-itemfor recoveryof USFcharges.


